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TAGS: BMEP BTIO ECRE ELAB ENRG ECIN KU 

SUB J : REJECTION KUWAIT STEEL MILL PORTENDS FUTURE KUWAITI 
VIEWS RE INDUSTRIALIZATION 

REF: A) STATE A-7220; B) KUWAIT 4404; C) KUWAIT 3874; 

D) KUWAIT 3292; E) KUWAIT 2296 

1. EMBASSY HAS CONFIRMED WITH KNOWLEDGEABLE SOURCE ARTICLES 
APPEARING IN OCT 22 "KUWAIT TIMES" AND "DAILY NEWS" CLAIMING 
THAT COUNCIL OF MINISTERS REJECTED STEEL MILL PROJECT AND WOULD 
PAY COMPENSATION TO PRIVATE INVESTORS WHO HAVE ALREADY PUT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 KUWAIT 04554 231341Z 

SUBSTANTIAL TIME AND MONEY INTO PROJECT (SEE REFTELS). HOWEVER, 
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COUNCIL LEFT DOOR AJAR TO EVENTUAL KUWAITI PARTICIPATION IN 
A REGIONAL PROJECT AMONG ARAB STATES BORDERING GULF OR IN 
ANOTHER ARAB STATE HAVING A BETTER ENVIRONMENT (I.E. IRON ORE 
AND MANPOWER) FOR SUCH A PROJECT. IT NOT CLEAR WHETHER GOVERN- 
MENT SERIOUS ABOUT A REGIONAL PROJECT OR MERELY TRYING TO SOFTEN 
THE EFFECTS OF ITS DECISION ON A POWERFUL GROUP KUWAITI 
MERCHANTS BACKING PROJECT, WHO WILL STILL TRY TO PURSUE MATTER, 
ALTHOUGH CHANCES FOR SUCCESS SLIM. 

2. COMMERCE SHOULD NOTIFY ALL US FIRMS WHICH HAVE TAKEN 

AN INTEREST IN THIS PROJECT OF COUNCIL'S DECISION, PARTICULARLY 
US STEEL ENGINEERS ROBERT SABA AND PRESIDENT DUDDERAR WHO 
INTEND VISIT HERE IN MID-NOVEMBER. 

3. COMMENT: DECISION TO FOREGO ESTABLISHMENT STEEL MILL IN 

KUWAIT AN EXTREMELY IMPORTANT ONE WHICH OFFERS STRONG INDICATIONS 
OF ATTRITUDES KUWAITIS LIKELY TO TAKE TOWARDS LOCAL 
INDUSTRIALIZATION IN NEAR-TERM. CROWN PRINCE HAD PREVIOUS 
OPPORTUNITY IN CAPACITY AS CHAIRMAN OF PLANNING BOARD TO REJECT 
PROJECT LAST JUNE (SEE REF E) WHEN NUMBER OF PLANNING BOARD 
STAFF MEMBERS VOICED STRONG OFFICIAL OPPOSITION TO PROJECT. 

HOWEVER, FROM ALL APPEARANCES PRESSURE CAME FROM PLANNING BOARD 
DIRECTORS TO REVERSE PLANNING BOARD STAFF POSITION AND RE- 
COMMENDATION WAS INSTEAD MADE TO COUNCIL THAT PROJECT BE ALLOWED 
TO PROCEED. WE HAVE INFORMATION THAT MINISTER OF DEFENSE 
AND INTERIOR SHAIKH SAAD ABDULLA WAS ULTIMATELY MOST IMPORTANT 
FORCE IN PERSUADING CROWN PRINCE AND COUNCIL TO REJECT PROJECT. 
SHAIKH SAAD BELIEVED OFFICIAL ESTIMATES OF 1000 WORKERS FOR PLANT 
WAS TOO LOW AND TENDED TO BELIEVE FINAL FIGURE MIGHT BALLOON 
TO AS HIGH AS 5000 ALMOST ALL OF WHOM WOULD HAVE TO BE 
EXPATRIATES. 

4. AT SAME MINISTERIAL MEETING IT DECIDED TO ESTABLISH 
COMMITTEE TO DRAW UP SOME GUIDELINES REGARDING KEY FACTORS TO 

BE CONSIDERED IN ESTABLISHING ANY FUTURE MAJOR INDUSTRIAL PROJECTS. 
IT NOW APPEARS FOR TIME BEING THAT KUWAIT WILL PERMIT ONLY 
HEAVY INDUSTRIES WHICH UTILIZE PETROLEUM OR GAS AS MAJOR RAW 
MATERIAL SOURCE OR PROJECTS CLOSELY RELATED TO THESE INDUSTRIES 
SUCH AS EXPANDING PETROLEUM TANKERS FLEET. LIGHT INDUSTRIES 
THAT ARE NOT LABOR INTENSIVE OR MAJOR SOURCES OF POLLUTION 
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WILL ALSO BE PERMITTED, BUT IT QUESTIONABLE IF PROJECTS LIKE 
ALUMINUM SMELTING OR OTHER ENERGY INTENSIVE, NON-PETROLEUM 
BASED PROJECTS WILL BE PERMITTED UNLESS PROJECT INVESTORS ARE 
TOO POWERFUL TO REFUSE. 

5. SEPTEL ON OTHER INDUSTRIAL DEVELOPMENTS SUPPORTING THIS VIEW 
WILL FOLLOW. 

STOLTZFUS 
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